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Contract Section ' V 18 March 1950
Attentions | | STATINTL

legal Staff
OGC HAS REVIEWED.

Propoged CPFF Contract Form

1, In reviewing the propesed CPFF contract form, returned here-
with, I would like te submit the following comments for yow considera-
tion and discussion.

2, In the first "Whereas™ clause, I do not believe the word
"sdenate” is necessary.

8. In the second "Wherems” clause, I suggest the following word-

Ings

“Wheress the Government desires the crntractor to conduct
such research snd development work, and coustruct whatever eguip-
ment or articles may be hereinafter specified;.”

4. In regard to the third "Whereas” clause, the designation of
"actual cost™ is restrictive and apparently not intended in view of
Article 3 (a). I sugpest the following:

"Whereas thy contractor is willing to provide said facilities
and qualified persomnel and undertake such work on & cost-plus=-
a~fixed~fes basls s hereinafter specified;.™

8. Sugzgest deletion of the fourth "Whersas" clause (as unnecessary).

8, Sugg-st the following woerding in lieu of the fifth "Whereas™
clauses:

"Bhereas the ccntemplated work will reguire that a substantisl
part of the materials, supplies, and other articles required there~
for be elither consumed or incorporated into equipment or other ar~
ticles to be dvyeloped during the course of the work."

7. Don't belicve there 1s any necesalty for the sixth "Whereas"
vlause,

8. In Article 1 {(a), entitled "Scope of Subject‘ﬁbrk,‘ suggest
insertion of the word "qualified” betwsen "necessary” and “personnel”
on the third line, and before the sec:nd half of the same paragraph
the following sentence :

"The contractor shall cooperate in consultation and othir-
wise a8 may be practiceble with the Lontracting Officer or his
. suthorized representative upon the request of either,”

Following the phrese, "The contractor shall report the progress of
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such,” insert the word “work," and delete "studies and investigetions,”
After ™at intervals of not more then 60 days or as otherwise diructed by
the Contracting Offieer or ais euthorized representative,” ndd

"Phe contractor shall prepare specifications and reports end

supply full informatien concerning the components, devices, ap-
paratus and wmethods with which this contract is concerned, and
snall deliver them, together ::ith sll models developed hereunder,
to the 8gptracting Officor or his designes upon their reguest.

The contractor shall fufnish & camplete snd Iinul report of work
wnder this con trect, and shall maintain resords in valoh descrip-
%icas and illustraticns of any inwenticns made in this work shall
be entered as they are made, with sppropriute dates, signatures,
snd witnesses, The suntractor's undertekinrs uadoer this paragreph
are hereinafter oalled 'the Subjset #ork, ! (Throughout, suggest
capitalization of "Subject Work,")

%, B¥ peoscns) preferencs is to find the *Definitions” clause at
the begimnihg of & contract so you are sequainted with what you sre talk=
ing sbout rether thin at the end where you have to thumb back to it.
Article 15 co.ld thus cesome Section (o) to Article 1 or Article 2.

10. Baparding Article 2 "Teraination” = do we want to glve the con-
trector the advantage of 30 days notice: :

11, I think Artiole 3, "Compensstion” should be slightly revised.
Bugrest the following:

"Tne Goverument shsall pay to the contractor as full compensa-
tion for the performance of this contruct the fixed fee and allow=
abls coste aa computed hereunders

(a) Flgcd Pes, Tho fixed foe shall not excced percsnt
of the maximum &llowable cost of the projuct, computed without
regard to the fixed fee.

(b} Costs. Actusl costa for wiich the comtractor muy e
reimbursed upon the submiselon of certified vouchers supplied
by the Goverament and approved Ly tae Contracting Cfficer shall
not exceed exclusive of [ixed fea.

{0) Cost Esgape. Hotwithstanding mny othor provision ners-
of, when and sotual costs ip the amount stated ln peragreph

{b) of this Article 3. shall have been incurred or obligated nere-
under, the contractor shell not lncur or obligate further ac-
tual costs hereunder unlens and until the Government shall first
agree in writing to reimburse the contracter therefor.”

12, Suggest under Article 4, the insertion of & precedinyg subpura-

graph in rogerd to "Vouchers.,” Thia csn be sdapted from page Z of the in=
sentive~type contract. In ueing this cleuse, the f£inal word "below” should
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be deleted and the word "herein”™ inserted.

13, Suggest change in paragreph "Final Payment” ag follows:

"{o) Pinel Payment. The Contracting Ufficer may withiold &1l
or ny part of the final reimbursement poyment of cost and/or fee,
provided that such withholdlng does not exceed parcent of
such ccosts and/or fea, pending:

{1) Vsrification of costs by esudit of the cantractor's
books and rovordsg

{2) Bubmission cf final) statements of property sccounts
reguir«4d hersing :
_ invention
(3) Disclosure of patest roguired hercunder; and

{4) Tender of final release requirsd hersin.

14, In subparagraph {d) we belleve this would be somewhat clarifisd
by the followin; verblage:

®(s) Allowable Costs, The genmerel basis for ellowable costs
shall be governed by Kppondix ITI, entitl-d "Contract Cost Principles’
wnich iz sttauched hereto end incorporatad by reference and made a
part horsof, subject to the following auditicnal stipuletionss

{1) Overpead. Allooation of overhead sxponses shall be
allowed up To but not exceeding 1008 of direct labor charges,
exclusive of Federal und Btate Social Security Tazes.”

"Selaries and Bonuses,” and "Special Property Acquisition” should be ap-
propriastely renumbered. It is assumed that the latier clause refers to
property related to the contract. Possibly 1t should be identified as such.

15, In regard to Article 5, "Title and Identification of Material,”
I belisve there is a slight divcrpence in the wording from the standerd
forms employed by obher agencies. The first sentoncs might be changed to
read ag Followst

Phe title to nll materials, parts, sesexblies, subeacsemblies,
supplics, e ipment and other propsrty for the cost of which the
contractor ie entitled to be reimbursed hercunder shall autometicel-
1y pass to snd vest in the Government upon delivery to the sontractor
or upon the happening of any other event by wiich title passes fruim
the wendor or supplier thereof, in the case of sny such property
which is purchssed for the performsnce of thls contract, or, in the
case of property not so purchased, upon the allocation therecl to
the contract by the commencement of proceesing or use thersol or
otherwise.”

18, In Article 8 {a), the sscond line following the word "apparstus,”
insert the mdditionsl word "equipment,” In re paragraph {b) "Insurance,"
the Contrecting Ufficsr cen be guided by Ssotion 10.302 of the Joint Pro-
curzment Regulations.
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17, In Article 7, I bolieve it would be advisable to insert & ree=
quirament for submission of an inventory covering property om which ne
asgounting is required, Sug.est the last four lines of the Article on
page B, boginning with the words "and provided further that" be amended
to read :

"And provided further that within 80 days =fter the termination
of subjuet work, the contractor shall render an aecounting and inven-
tory, in mcgordance with the instructions of the fontrsoting Cfficer,
for 1} property governed by this Articls,”

. 18. In regard to Artiocle 9 "Subcontractors,” Purther obligation may
bs placed upon the contractor to obtain additional approval from the Con-
tracting Offlcer in certain ocases. The followinp asitustions might be con-
sidered « (1) expenditure of 2,500 or more, (2) research and develepment
work, or (3) scquisition of real preperty, constructim or alteratimm to
bulldings oxceeding $100, cor restoratios of wltered buildings, or (4)
fabrication, purchuse or Installation of sclentifiec or tochmlceal eguip=
‘ment iu excess of §5CC which would nermally be treated ms » supital ex-
penditure, or (5) items other than in (4) which would normelly be treated
as sapital oxpenditures, or (8) rental of scientific or tecmnical equipe-
ment 1o excess of 3500 maunusl rent or pental of any other capitsl equip=
ment rogardless of aaount. (Frovided thet requirements of such & subsec-
tien would not apply to contrasts for persenal services only,)

19. In rogard to Article 10 "Patent Indemmity” - tnerc is some question
in my wmind of the necessity for including this perticular clause in a re-
ssarch and ‘development contract, and suggest that we wait until the standard
elauges for CPFF coantracts are publisned in the Joint Procurement Roguls-
tions.

20, . Simne considarable regesrch and consideration has pgone into the
drafting of the Joint Procurcment Regulations, believe it would be advis-
able to Jollow the wotions indicated in 9-107 regsrding patent rights and
liocenses, The various subsections Indicated thereis require some rear-
rangevent depending on the subjeot nmatier of the contrrct, and for that
 reazon should not be "cunned” in one gvandard article. 4 propriate pro=
vislons may bo required for reporting of royalilesa and use of cepyrights,

21, It is noted in rogard to Arsicle 13, the "Disputes™ cluuse,
there is a sowewhat more sleborate form provided in the Joint Frocure-
ment Regulstions in Section 7-103,12, It is nore specific on the mschehical
procedure to be followsd and may be preferabls. It mamy also be advisable
in same cases to epploy a clause simllar to that Indicated in the recent
sage of U, 8, v Hoormapn which providsd for finsl determination by the Con~
tracting Ufficer or the Agoncy isad of questions of law ag well as fact,

22, The "Chunges" clause in Section 7-103.2 of the Jolnt Frocurement
Begulvtions 1s somewhat different fro: the one contained in the proposed
draft, and a combinatlion of the two would probably be advisable.
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£3. Kntieé 1n conclusion that there is no provision made for ﬂg},ayn
end Damages, and while we have found that Liguideted Dammges do not sppear
to be advisable, it may be necessary in gsome cases to ingert some appro-

priate provisim.

STATINTL

STATINTL :l:hw

cc: Subject
Chrono
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